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Suite 1700
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Telephone No,

713-4:17-1.511

July 16, 2002

Wayne M. RRbergC'l. Sr. VP &: CFO
XO QmmnmiPatiOlll, IDe.
11111 S1I1IlIet Hills Rom

Re: XO CommuaiCltions

De&! WlI)'IIe:

~ diJcuued, tho informal steeriDi collllDittee oflenders \IIIder tho secwed cmlit facility
has illdicated lballt Is prepared to IUpport, IIld m:oJIIIlIClId that the Icndm tmder tho
leclIIlICI endit faoility approve, the ItIlId a10ne mstracturltta contemplated by the term
sheet attached ltemo, subject to tile prepll'llion ofdefiDitive cIocumentalioD IIId tho
completion ofcustomary iDtemal b&lIk Ipprovll1 plOCClses.

Vel}' truly yoUD,

Torollto DomiDion crexas).lDc.,
as ,cfm!n;"lIlivc IIIIIt

By; ~~'*'
LYJID • co l'reIldIIIt

------- ~---
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FOR CONFIDENTIAL DISCUSSION ONLY

NOT AN OFFER

XO COMMUNICATIONS, INC.
PROPOSED REsTRUCTURING TERM SIIIET

The sub-group (the "Sub Group") of the steering committee (the "Steering Committee") of the senior
lenders ofXO Communications, Inc. presents the following material terms ofa financial restlUcturing
ofXO CommunicationS. Inc. ("XO" or the "Company"), which the Sub Group would be prepared to
recommend to the Steering Committee and the senior lenders (the "Existing Senior Lenders"). The
terms discussed herein are an integrated compromise and are not divisible. Nothing contained herein
shall constitute an offer susceptible ofan acceptance ofa legally binding obligation ofone or more of
the Existing Senior LeDders. or any other party in interest. This term sheet is being provided to XO
in confidence. in furtherance of settlement discussions, and should not be disclosed to any party or
person other than your professionals without our consent except that copies hereof may be provided
on a confidential basis to Forstmann Little and Telmex. This term sheet is proffered in the nature ofa
settlement proposal in furtherance of settlement discussions, and is intended to be entitled to
protection from any use or disclosure to any party or person pursuant to Fed. R. Evid. 408 or any
other applicable rule ofevidence.

These tenns are subject to the negotiation and execution of a definitive restructuring agreement based
On the tenns scI forth below and the Company filing a petition or petitions for relief(a "Petition'1
under chapter II oftille I I of the United States Code and accompanied with a proposed plan of
reorganization (the "Plan"), a disclosure statement and other related documents in accordance with
the terms set forth below (collectively, with the post-Petition obligations after the conclusion ofthe
Plan, the "Transaction"). So long as the Stock Purchase Agreement, dated as ofJanuary IS, 2002,
among the Company, Forstmann Little putnerships and Telefonos de Mexico remains in effect, the
Company does not intend to enter into any written agreements to effectuate the Transaction. The
Plan will contemplate the Transaction OIl1y in the event that the Stock Purchase Agreement is
terminated in accordance with its terms or the Company otherwise concludes that the transaction
contemplated thereby will not be completed.

I. TREATMENT OF CLAIMS AND INTERESTS UNDER THE PLAN

The Transaction will classify and provide treatment for claims against and interests in the
Company senerally as described below. Claims in each such class will be satisfied in fiJll by
the delivery of the consideration described below on the effective date of the Plan (the
"Effective Date").

DRAFT
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Exit Facility: . The reorganized XO ("Reorganized XO" or Reorganized
Company") may arrange for a revolving credit facility
("Exit Revolver") with a maximum availability of $200
million (the "Maximum Revolver Availability") as follows:

• Exit Revolver shall be granted a I· lien on all assets
to the extent it is available and drawn.

o Provided that the Company is in compliance with
all other covenants lIDl!er the 1unior Secured Loans,
the Exit Revolver may be drawn at any time
following the end of the fourth (4*) complete
quarter following the Effective Date.

o The Exit Revolver may not be drawn when the
Reorganized Company's cash balance is above $50
million.

o The Maximum Revolver Availability shall be
reduced by any cash proceeds to Reorganized XO
from a Rights Offering of Reorganized XO
common equity.

• Fees, pricing and documentation for the Exit
Revolver shall be in a form and on terms
satisfactory to the Existing Senior Lenders.

o The Existing Senior Lenders are not obligated to
and are not committing to participate in the Exit
Revolver.

Senior Secured Credit Facility: The Existing Senior Lenders, who are holders of claims
under the Tranche A and Tranche B Term Loans and the
Revolving Line of Credit (together, the "Existing Senior
Lenders Claims") under the Credit Agreement dated as of
February 3, 2000 (the "Existing Credit Agreement") shall
receive on the Effective Date: (i) $500 million 1unior
Secured Loans and (ii) new common stock ("New
Common Stock") of Reorganized XO representing 100%
ofall issued and outstanding shares ofNew Common Stock
on the Effective Date (subject to dilution resulting from the
exercise of warrants, if any, allocated to the Senior Note
Claims, issuance of shares pursuant to the rights offerings
described below and the exercise of employee options).
The proposed terms of the 1unior Secured Loans are
outlined in ExhIbit A.
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Senior Note and General
Unsecured Credltors Claims:

Subordinated Note Claims:

Preferred Equity Interests:

Common Equity Interests:

Holders of Senior Note Claims and other general unsecured
claims ("General Unsecured Claims") shall receive on the
Effective Date, in full satisfaction of all of their claims and
pro rata, the following for each class: (i) if they vote, as a
class, in favor of the Plan, or if 50% or more (but less than
the requisite class vote needed to approve the Plan) of the
such clus votes in favor of the Plan, Warrants for the New
Common Stock (in the amounts and on the terms as
detailed in Exhibit B) and (li) whether or not such class
votes in favor of the Plan, the right to subscn'be on a pro
rata basis to the entire Rights Offering (the "First Tier
Rights"), and, after unexercised First Tier Rights have been
offered to junior classes, oversubscription rights, as
detailed in Exhibit C. Holders of Senior Note Claims and
General Unsecured Claims shall be separately classified
under the Plan.

Holders of Subordinated Note Claims shall receive on the
Effective Date. in full satisfaction. of their claims, rights
reflecting 113 of the un-exercised First Tier Rights with
oversubscription rights. as detailed in Exhibit C.

Holders of all outstanding shares of existing Preferred
Stock shall receive on the Effective Date, in full
satisfaction of their interests, rights reflecting 113 of the un
exercised First Tier Rights with oversubscription rights, as

detailed in Exhibit C, based upon liquidation preference as
of the filing date.

Holders ofall outstanding shares ofexisting ofClass A and
Class B common stock shall ICCeive on the Effective Date,
in full satisfaction of their interests, rights reflecting 113 of
the un-exercised First Tier Rights with oversubscription
rights, as detailed in Exhibit C, and as outlined below.

Class A
ClassB

Sham
337.774,204
104,423,158

% Rights
76.4%
23.6%

Warrants:

Options:
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All of the outstanding and unexercised warrants to acquire
shares of the common stock ofXO will be canceled on the
Effective Date and the holders thereof will receive no
consideration with respect to such warrants.

All of the outstanding and unexercised options to acquire
shares of the common stock ofXO will he canceled on the
Effective nate and the bolders thereof will receive no
consideration with respect to such options.



n. ADDITIONAL PROVISIONS OF THE TRANSACTION

Management Incentive
Program:

Retention Bonus Plan:
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The Transaction will include the adoption ofa stock option
plan providing for the grant to the officers, employees and
directors of Reorganized XO and its subsidiaries as
detetmined by the board of directors of XO and consented
to by the board of directors of Reorganized XO (such
consent not to be unreasonably withheld) of options to
acquire shares of New Common Stock representing
initially up to 7%, with an additional 3% reserved for
issuance post collSUDll118tion by the board of directors of
Reorganized XO in their discretion, of all issued and
outstanding shares of New Common Stock on a fully
diluted basis. 25% of the options included in the initial
grant shall be vested on the Effective Date with the
remainder vesting over a lhree-year period. The strike price
of these management options issued in the initial grant will
be based upon the post.rights offering equity value of
Reorganized XO assumed in the restructuring (the
"Management Incentive Program").

Not to exceed $25 million in aggregate, of which no more
thao 25% shall be payable upon consummation of XO's
Chapter II proceeding. The remaining amount shall be
payable as follows (assuming an Effective Date on or
before December 31, 2002): one-half of such remaining
amount shall be contingently payable upon delivery of the
Reorganized Company's quarterly fmancial statements for
the fiscal quarter ending March 31, 2003 and one-half of
such remaining amount shall be contingently payable upon
delivery of the Reorganized Company's quarterly fmancial
statements for the fiscal quarter ending September 3D, 2003
(provided that if the Effective Date is after December 31.
2002. the foregoing dates shall be the second and fourth
full quarters, respectively, ending after the Effective Date).
with the amount aetual1y payable on each such date to
depend on the Reorganized Company's actual Consolidated
EBITDA (to be defined as in the Existing Credit
Agreement and excluding reorganization expenses) for the
two trailing quarters just ended in comparison to the
Company's projected Consolidated EBITDA (excluding
reorganization expenses) for such two quarters as reflected
in the Company's financial model dated May 9, 2002. as
follows:



Actual Consolidated
EBITDAas

a PClCenlage ofPlan
<75%

75%-100%
>IOOOA

Amount ofMaximum Payable
Amount Actually Payable

0%
75%
100%

Board of Directors:

Indemnification:

Support Agreements:
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The other terms of the Retention Bonus Plan and the
employment arrangements for senior management shall be
in form and substance reascmably acceptable to the
Existing Senior Lenders.

The initial board of directors of Reorganized XO will
consist of 7 members designated as follows: (i) two by the
Reorganized XO's senior management and (ii) five by the
Existing Senior Lenders, provided that if the Ri&bts
Offering is executed for a minimum oUl50 million within
six (6) months of the Effective Date, then one of the
Existing Senior Lenders' board seats shall be designated by
parties who exClCised Rights.

The Reorganized Company will assume the
indemnification obligations to all current and former
officers and directors.

Upon agreement among the Company and the Existing
Senior Lenders regarding the terms of a Transaction, the
Administrative Agent will seek Support Agreements from
holders of the Existing Senior Lenders Claims (the
·Consenting Claims") (to which the Company will be a
party) which shall, among other things, be subject to
termination dates related to (a) timely solicitation and
receipt of acceptances for a Plan; and (b) confirmation of
the Plan. The Support Agreements shall (i) indicate said
holders' support for the Plan, (ii) ensure that if a
Consenting Claim is sold. assigned or conveyed in any way
(collectively, a ·Sale Transaction"), said Sale Transaction
shall be conditioned upon the assumption of the Support
Agreement by the transferee of such Consenting Claim.
(iii) ensure that if the holder of a Consenting Claim
purchases further Existing Senior Lenders Claims, such
newly-acquired claims shall also be subject to the Support
Agreements, and (iv) provide that XO will expeditiously
pursue coniinnation of the Plan and will not pursue any
sale, plan of reorganization or other transaction without the
written consent of the holders of the Consenting Claims.
The Support Agreements shall provide that they can be
amended or terminated with the consent of the Senior
Lenders holding at least a majority of the Consenting
Claims.



Releases:

Documentation:
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The Transaction and the Plan shall include a full discharge
and mutual releases of liability by and in favor of the
Company, Reorganized XQ, the Agent, the Existing Senior
Lenders, the Committee and each member of the Informal
Noteholders Committee and each of their respective
affiliates, principals, employees, agents, officers, directors,
and professionals from: (i) any and all claims and causes
of action arising prior to the Effective Date; and (ii) any
and alI claims arising from the actions taken or not taken in
connection with the Transaction, the Plan and the
Company's bankruptcy filing, if any; provided that the
Agent may waive this condition to closing under the Plan.
In addition, the Company shall be entitled to seek similar
releases from alI parties receiving distributions under the
Plan.

Any agreement shall be subject to the negotiation,
execution and delivery of definitive documentation setting
forth the terms ofthe Transaction.



FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

EXHIBIT A

SUMMARY OF TERMS OF PROPOSED JUNIOR SECURED LOANS

[SEE ATTACHED]

For DIsClUsion '"rpos.. Only
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FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

DRAYI'

EXHIBIT A
SumDilry of Required Amendmentsl

to the XO Communlr:atioDI, Inc.
Enslinc Credit Acreeme.t

Ju••~2002

Existing A.adme."

Borrower: XO Communications, Inc. No change.

Guar••ton: Guannlies fiom each oflbe domestic Restricled Subsidiari.s ofth. GlW8Illies fiom all wbolly-owned Domestic Re5tric1ed Subsidiaries of
Bonower. Borrower. Elimination of Indentures automatically removes existing

limitations.

CoDalen!: 1. Bonower__ all ofits obliplioDl (i .... the ...tire facilily) 1. No chillI" other thill_the securily inlcresl securing the
by gnnliDg a .ecurily in.....t in all ofits ....ts, primarily a obligations will be a secood priority perfected security interest (subject
perfected fin! priority pl••f 100% ofthe sbamI ofdle capital o.ly 10 the first priority perfected security i.terest in respect ofthe Exit
stock owaed by Ilort'ow<r in each onts direct domcs1ic: sub.idiari.. Revolver).
and 6S% .f.... shares oflbe capital stock owned by Bonower in
eu:h ofits direct foreign suhsidiaries.

2. Ouannton secure their obIiplions under the GWII'lIIlIy and 2. Limilalions required by Indentures eliminated. Fully secured by a
Bono_a obllpliolll under tho Credit Aare=t for a maximum second priority perfected security interest (subject only to Ihe first
amount not 10 be .... \ban S12S,OOO,OOO (or such greater amount priority perfected ..curlty interest in respect orlbe Exit Revolver) in all
pennilled UDder tho Publi.lodentuses) by granting a perfected first ...... ofOWll'llllIon.
priority lien OD .ubstantially all ofthoir realllld penonaI property •

I Thi. I1IJIUIIlII}' ouIiiaea certain ...... of the Junior Secured Loans in CllIIIlOCIion with the Tnmaactions contemplated in the Proposed Restructusing Term Sheet to which
lhiJ SUIIUlWY ia attached as Exhibit A. Thi.1UIIUIW)' i. subjectt. tho terma, condilions nod Iimitalion. HI fi>lth in the PropoaedRes~g Tenn Sheet. Capitalized
........... hereiD and not otherwiae defmed herein have the nme meanings herein as asen'bed thereto in the Proposed Restructuing Term Sheet.
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FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

Emling Amendment.

3. AlItclcQmununicalions usctJ lhat arc acquired. constructed or 3. Eliminated.
imp",ved wilh the proceeds ofthc Loans ,hall be used 10 l\dly
sec... all Loan, (cross-colllll:ra1izalion ofpurchase money loans i.
pcrmilled) used 10 acquire, eOllSlnlCl or improve such
telecommunications usm, whether such assets are owned by
Bo""wcr or !he Guarantors.

Facllllles: Trandle A TC!JD Lol!!: Revolver, Term A Loan and Term B LOI!! ,hall be combined and
5387,500,00 Tranche A Term Loan ("Term A Loan"). Fully drawn. converted into. single $500 milUon Tenn Loan ("Tenn Loan") facility.

No olher changes.
Tranche B Term Loan:
5225,000,000 Tranche B Teno Loan ("Term B Loan"). Fully drawn.

R.eyoIur:
5387,500,000 reducing Revolving Loan (!he "Revolve,").

IncremeDtal Bomwcr may elecllo establish New Term Loan. aneIIor New Eliminated.
Facility: Revolving Loans in an a_Ill alllOunl 110110 exceed

51,000,000,000 ("IDCICII1OIIlaI facililles"). ND Incremental FaciUlie.
elected.

Maturity Dale: TermALoan: December31,2006. March 31, 2009. To bepwhed back pro lanIo if closing i. delayed
beyond September 3D, 2002.

Term B!.oaD: June 3D, 2007.

Rcyolvcs: December 31, 2006.

2
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FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

Elldlu Ame.d.....

M••dattry Tqm A Loon: Torm A Loans .....1be repaid quutorly On lhe lasl Tenn Loin shall be repaid quarterly in tbc amounts and on Ihe dales set
Coaml.....1 day ofQCh Fiscal Quarter occuning in each oftbc Fiscal Years and forth below, commencing June 30, 2007:
_cd_.ad in tbc IlIJI1IaI 1I1l<lUIIts sci rortb below, commencing Much 31,
Repay-II: 2004:

FlscIIV.I. Term A Lo•• l.shDment Da•• lastaomenl
2004 20% June 30, 2007 5.0%
2005 30% September 30, 2007 5.0%
2006 50% December 31, 2007 5.0%

March 31, 2008 10.0%
June 30, 2008 10.0%
September 30, 2008 15.0%
December 31, 2008 15.0%
March 31, 2009 35.0%

To be pushed back pro tanlo if closing is delayed beyond Seplember 30,
2002.

Tcno B I 9'D' Term B Lo.......11 be repaid quutorly in Ihc
IIIIOUIlts and on the dates sci forth below, conuacncing Match 31,
2004:
Date Ter.. B Lo•• InslaDDleDt
Man:b 31, 2004 0.25%
June 30, 2004 0.25%
Scptcmbcr 30, 2004 0.25%
Dccctnbcr 31, 2004 0.25%
March 31, 2005 0.25%
Jane 30, 2005 0.25%
September 30, 2005 0.25%
Dccctnbcr 31, 2005 O.~%

March 31, 2006 0.25%
J_30,2006 0.25%
Scptcmbcr 30,2006 0.25%
Dccctnbcr 3\,2006 0.25%
Marcb 31, 2007 0.25%
JUlIO 30, 2007 96.75%

3
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FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

Ed,dn. Amendmeng

Mandatory Be:l!Im: The Revolving Creclit Commitments shall be pennonenlly
Commltmont recluced in consecutive quarterly installments 00 the last day ofeach
Redaed••• and Fiscal Quarter occurring in eac:h ofthe Fi,cal Years and in the
Repaymeats: a","gaIe annual amounts set fonh below, commencing Much 31,

2004:

FlseoJ Year R.....ctlon.
2004 20%
2005 30%
2006 50%

IFRmental Facilities: The terms and provisions ofany Incremental Incrqncntal Facilities: Eliminated.
Facility sholl be identical to the type ofCommitment or Loans being
i.erased except as specified io the applic:sble Joinder Agreement

A..uabUIly: rpm A I Mn.· 51S0.ooo,ooo drawn 011 the Closing Date, remaining Revolver, Tenn A Loans and Term B Losns shall be c:ombined and
$237,500,000 chwa (mulUple draWlaUowed) as requiR:d prior to converted as de.cnbed under the heading "Facilities" above.
the Tranche A Commitment Termillatioo Dale (which was Febnwy
3,2001, one year foUowiag the aooing Date).

TF!lII B Loans: One draw only allowed on Clo.ing Dale, February 3,
2000.

Revo!yq; Revolver available on a revolving basi. during the
Revolviag Credit Commitmeal Period (the period commencing on
ClosiDc Date but excluding the Revolving Credit Commitment
Terminalioo Date, Deeember 31, 2006).

lacremep!I! Fseiljtis: Subject to c:ertaia condiUons prec:eden~ the Incremental facilities: Bliminated.
font $500,000,000 oflhe total $1,000,000,000 ofpolenlial increased
commitmoats was available after the Term A Loans were fully
....WIL

4
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FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

EII,dng Amendm.ents

Use of Proceeds: Up to S12S,ooo,000 (or ,uch grea= lmOunt as may be permitted N/A
under tho Public Indentures) of tho proceeds oftho Loans will be
used to IiIWlCO capital oxpoodilurea, to provide worldns cap~tal and
for olbcr pneral c:o<ponto pUIpOIe" and all lemainins Loan
proceeds (includilllall Now Rcvolvins Loans and New Tonn
Loans, ifany) will be used to provide pu",ba# money financing tor
the coostsuelion, ac:quisilioo or improvement ofTelecommunication
Assott not to """"ed IlO% (or ..oIo peater po",mtaso (not in oxcess
of 100%) as may be permitted under tho Public Indentures) ottho
1oIa1 cost of the assets fillSllCod thereby.

OplloDal Tqm A 'MD" Term ALoans may be ptepald at any time on any Tcnn Loan may be prepaid al any time on any Business Day in whole
Prepay_nil: Businoas Day in whole or iD put, in an aBBRPle minimum amount or iD part iD an asgreple minimum IDlOOnt orss,ooo,ooo and integral

ofSS,ooo,ooo and intop muhip... ofS .,000,000 in oxe... of that multiples of$I,OOO,ooo in CX.CCIS ortha. unount.
0IDCMIIl1.

Term B IAps: Term B Loans may be prepaid at any time on any
Business Day in whole or in part, in an _"",ple minimum IlDOunt
ofSS,OOO,ooo and iDlep multipl.. ofS I,000,000 in excess olthal
amanal. Prepaymmt fee included equal to (i) 2% prior to tho one
year anniversary of tho CIoain. Dale and (il) 1% aftor the ono yea.
anniversary of the Closin. Dale, but prior to the two yesr
annivenary oltbe Cosin. Dale. No prepayment fee tbcrcaner.

Ileyolver: Rcvolvin. Loans may be ptepaid on any BusiDcss Day in
whole or in part in an a"",pte minimum amounlofSS,ooo,ooo
and integral multiple. 01$1,000,000 iD excess ofthai amounl.

I_nil! fJcjUd..: IncmncoIaI Fuililies may be prepaid as Incrementa! FlCilbj..: BUminaled.
spoeif.... in the applicsblo Joinder Agrccment(s).

S
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FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

Existing Amcndgepta

Mandatory (i) AssetS,les. From Net Asset Sale Proceeds, subject to 270 days (i) Apel Sa!FI: Net Asset Sale Proc:ccdI con be reinvested within a
Prepayments: rclnvostmelll period. 270 day ninvestment period; provided that (a) IUth ninvestmenl shall

be in hanlusctslhat become Colialeralllld (b) tho aggregate amounl
ofouch pnlCeeds ..Invested Ifter tho closing date ahaIl nolexceed
S50.ooo.oooln tho agnple. Net Alael Sale Proceeds not ninvesled
in accordance with the preceding sentence ....11. lint, to tho extenl
required under tho Exit Revolver. be used 10 pennlncndy reduce the
Exit Revolver conunitmcntand then, 10 tho extent not used 10
perma.....dy nduce tho Exit Revolver conuuitment, be used to repay
the Term Loan. Sales of(x) duk fiber and (y) all or substantially III of
tho network capacity in a Ocoll"'phic MarkcI shall be considered"Asset
SaIcs." The Bonowershall not permit Net Aasct Sale Proceeds subject
to tho ninvestment option to be .......ndhlJl at any time in an amount
gnater than $25,000,000.

(ii) Jpp'J"'"rlCondmmaOD Procml' From Net (II) !nsulJDceICoo"",,",p!!on!'nlceeds: No c:haDg.. other than that any
IIIIUtlDCeICondemnalion Proceeds, subject to 270 days ninvcstmenl IttsunnccfCoDdemnation Proceeds not ninvested within 270 days shall,
period. flfll, to the extent required ...dor the Bxilling Revolver. be _d to

po_lty nduce tho Exit Revolver cummibnenl and thon. to the
extent not used to permanently teduee tho Exit Revolver commibnenl.
be used to tepay tho Term Loan.

(iii) CmIpIjd''''''' Ex!ZJI Cyh Flow. In tho evenl that then shall (iii) CoOSOljc!aled Exec" Cash Flow: 50% ofConsolidated Exc"s
be Couolidated Bxcess Cash Flow for any Fiscal Year Cash Flow in excess of$25 million per quarter; provided, however. thaI
("""""-inc with YIlCOI Y.., 2004), DO latcrthan IOOdlys after any ouch amount IhaI\, lint, to tho extent requisod under the Existing
tho """ ohuch Fi.... YOIr, (x) Bonowcr ahaIl prepay the Lo_ Revolver, be used to pennancndy teduce tho Exit Revolver
and/or (y) the Revolving Cledit Commitments, the New Revolving conunitmelllllld then, to tho extent not used to permancndy nduce the
Cndit CommiImeots, the Tranche ATeon Loan ComrnitmeolS and Exit Revolver connnitmen~ be used to tepay tho Term Loan.
the New Teon Loan CommIIIIlalIs ahaIl be pennnneJlI\y nduced in
lUI agreplA: amount equal to 50% of such Consolidated Bxcesa
Casbflow.

6
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FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

Existing Amendments

(Iv) Chance ofControl. No Iller than tbe Ibird Business DiY (iv) CbangeofControl: "ChangeofConlml' definition will be
following tho date that a Chango of Control Ihlll occur, Company modirlOd to provide that a Chango ofConlrol shall occur if any third
shall prepay, in full, tho outstandins principal amount ofall Plrty own. more than (40)% oflbe voting stock ofBorrower.
outstanding loIns, Iogotbor wilb alllCcrued interest, foos Ind other
oxponso. owing hereunder and under Ibe othor Credit Documents,
and all Commitmonts lhall terminale.

(v) Equily Proceeds: 75% ofall cash proceeds nised in tho Rights
OlTering in exees. of$200 million and SO% ofall other cssh proceeds
ofequity raised in excess of$200 million, including Ibe first 5200
million of any equity raised through tho Rigbts OlTering but nol
including proceeds ftom Ibe exorcise oftho WllTlllts and employee
options; provided, 110_, thai any such equity proceeds lhall. fim, 10

tho extonllOCluirod UDder the Existins Revolver. be used 10 pennanently
roduce tho Exit Revolver conunitment and tbon, 10 the e"tont not used
10 pennanently roduco tbo Edt Revolver commitment, be used to repay
the Term Loan.

(vi) Debt P!!lCO!!!!s: 100% ofall debt nisod; provided. however, that
any such debt proceeds shall, fim, 10 lhe extent required under lb.
Ed.ling Revolver, be used 10 pcnnanently roduce lb. Exit Revolver
commitment and \bon, 10 tho elttont not used ID permanently reduce Ibe
Exit Revolver commitmeol, be used 10 repay tho Term Loan.

AppUcallon of Mandatory prepaymenlB shall be applied on a pro nIB b....first to Prepayments shall be applied pro rata 10 tho remaining rebeduled
Mandatory prepay outstandins Term LoanI, .,'COM to pennanently redueo instaIlmenlB oflbe Term Loan.
........r-nta: ondnwn Term Loan CommltmonlB, tAlrd to prepay RevolviJlc

Loans and New Revolving Loans andJourth to permanently roduce
nodrawn Revolving Qedil Commitments and New Revolving Credit
Commitments.

Interest: Revolver and Tgm A Lo...: Intoroat lhall be paid-in-kiod and shall accrue quarterly at a rale equal
to tho Adjusted Eurodellar Rate 1!Il!l600buis points. The Borrower

B... Rate Loans: BlSe Rate plus Applic:able Margin may at its option at any time, make a one:'ime election 10 begin paying
cash interest at a rate equal 10 tho Adjusted Bnrndollar Rate plu. 400

Burodollar Rate Loans: Adjusted Burodollar Rate plus bu" poinlB, payable quorterly. 1ltcTerm Loan shall become euh pay,
Annlic:able MarRin u set forth in tho~na sentoneo. once lho1_Covoraae Ratio

7

411635.01-Hnr VOlt Scm:r4A· WSW



FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

Ed.liac Ameadll!!llt.

(EBITDNlnlercsl, calculaled on Btnilinc 12-monlh basis) exceed.
4.Ox.

Applicable Marcia for
Tn.clae A Term Loa••

Tolal Leymre Rallo • ,d ReDlvlge 4'.s
> 10.0:1.00 2.50%
< 10.0:1.00 > 7.S:l.OO 2.2S%
<7.S:l.OO >S.0:1.00 1.87S%
<S.O:l.OO 1.62S%

TennBl.ow:

Base Rate Loans: Basc Rate plus 2.2S% per annum

Eurodoller Rate Loans: Adj.-.J Eurodollar Rate plus 3.2S%
per annum

Comlllltme.l Fees: Tenn A Loan: F... equal to (I) Ibc._ oflbc dailydiffORllcc N/A.
between (a) Ibc Tranche A Torm Loan Commitments, and (b) the
alP"Ple principal_I ofoutstanding T_che A Term Loan.
mg!ljpliedU (2) lite Applicable Commitment Fee Percentase.

Rcyolm: Fees equal 10 (I) Ibc avenge of lite daily difference
belwoen (a) Ibc Revolvi..Credil Commi_, and (b) lite
......... principal IDIOUIlI ofoutslaDdinC RevoIviaC Loans
multiplied U (2) lite Applieable Commitment Fee Percentage.

ftdUtyVgre Commitment Fee
<1/3 I.2S%
<213
>1/3 1.00%
>213 0.7S%

Fees .....1be calculated on Ibc basia ofa 360-day year md .....1be
uowble in arrean.

4t16JS.Ol-Ncwy_Senw4A. WSW
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IIl!!lD& AmendmenU

Coadltlea Precedeat These include, but are not limited to. the following: N1A.
t. Subseqaeat
Dnwlap: I. All reprosmlations IIId wllTIIIti.. are true and comet in all .

material respects.

2. No Default or E....t ofDefaull ia existence at the lime of such
Loan.

Conditio.. N1A. Including, but not limited to the consummation of the Transactions, on
Preeedeatto leons aud conditions satisfactory to Requisite Lenders.
Amend...at:
F1aadal Stage I: Unlil June 29, 2003, lIIe covenant. sba11 include: "Staze" concept to be eliminated.
Cove•••tl:

I. Minimum !leyenucs: ReveJIIl.. for any Fiscal Quarter .hall 1. Minimum Jlevepucs: Eliminated.
not be: I... thIII the correlative amount indicated below:

Flseal Quarter Minimum Quarterly Re••au..
(ia mIDIoa.)

IQ2000 580.0
2Q2000 590.0
3Q2000 5170.0
4Q2000 5195.0
IQ2001 $225.0
2Q2001 5275.0
3Q2001 $325.0
4Q2001 $375.0
IQ2002 S4OO.0
2Q2002 5450.0
3Q2002 552S.0
4Q2002 5600.0
IQ2003 5675.0

2. Minimum Access LineS: Access Iinol in service as of tile last day 2 Minimum AcwS lineS: Eliminated.
of lIlY Fiscal Quarter .haII not be: I... thllltbe: correlative amount
indicated:

-
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E,istjpg Amendments

FI..al Quarter MlDlm.m ACtUS Liael
IQ2000 390,000
2Q2ooo 450,000
3Q2ooo 550,000
4Q2ooo 625.000
1Q2001 725,000
2Q2001 825,000
3Q2001 950,000
4Q2001 1,075,000
1Q2002 200,000
2Q2002 1,325,000
3Q2002 1,450,000
4Q2002 1,550,000
IQ2003 1,700,000

3. Smior Secured Debt to Total Canitalization: The ratio of Senior 3. Senior Secured Debt to Total Capitalization: Eliminated.
8ecumI Debt to Total Capitalizatio. II oflbe last day ofany Fiscal
Qauter shall .ot e,ceed 30%.

4. To!aI Net Debt to Iotal Capita!batio.: The ralio oflolaI Net 4. Iotal Net Debt to Total Capitalization: Eliminated.
Debt to Total Capitalizatioo (I... umestrieted Cash and Cash
Equivalents held by Borrower and its Sub.idiaries i. excess or
SIOO,ooo,OOO) II oflbe last day ofany Fiscal Qoartershall not
exccod75%.

5. Sepior Secum! Debl to Groll PPItE: The ratio ofSenior 5. Senior Sccum! Debt to G!OII PP&E: Eliminated.
Secured Debt 10 Groos PP&E (balance shcetammmt orall property,
plant and equipment) IIofthc last day ofany fiscal Qoarter .hall
not exceed 50%.

6. Senior Secured Debt to AmuaJized AdU,....d EBrrpA: The 6. Senior Secured Debt to Annualized Adjuated EBITDA:
ratio ofSeDior Secured Debt to Annualized Adjlllled BBrrDA II of Eliminated.
tU lut day ofany Fiscal Quarter lJesinning with the Fiscal Quarter
.....1•• Dccembcr 31, 2001 .hall not exceed Ibe correlative amount
Indicated:

10
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E.I.lln. Amendments

Flstol Quorter Rltl.
4Q2001 12.5.
IQ2002 10.0.
2Q2oo2. 3Q2oo2 7.Sx
4Q2002· IQ200J 6.Sx

The foOo",IDI new finanelal covenants wUJ be added:

I. Minimum Cash Balance. Minimum unrestricted cash balance on
any day during the applicable foxcal quarter beginning with the Fiscal
Quarter ending March 31, 2003 shall nol be lcuthan Ihe correlative
amount indicated:

Fiscal Quarter AmouBt
(In million.)

IQ2oo3 SI90
2Q2oo3 SI40
3Q2ooJ S80
4Q2003 S4S
IQ2004and

thereafter S2S

2. Minimum EBITDA: Minimum EBITDA (or any four conSecutive
Fiscal Quarter period (except with respect to the First tine Fiscal
QuarteIs in Fiscal Year 2003 which will be measwed OIl a one Fiscal
Quarter basis, combined two Fiocal Quarterbasis and combined Ibrce
PO...,.I Quarter basis, respectively) ending as ofthe last day of any
Fi_1 Quarter beginning with the Fiscol QlIIUlc:r ending March 31,
2003 .haIl nDI be lea than the correlative amount indicated:

Fiscal Quarter AmoUDt
(ID mIDJoD')

IQ2oo3 ($ 10.0)
202003 ($ 20.01

11
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EmtlBI A"eDd....

3Q2003 ($ 26.0)
4Q2003 ($28.0)
IQ2004 ($ 12.0)
2Q2004 $ 10.0
3Q2004 $ 34.0
4Q2004 $ 62.0
1Q2005 $ 97.0
2Q2005 $ 135.0
3Q200S $ 175.0
4Q200S $210.0
IQ2006 $245.0
2Q2006 $ 280.0
3Q2006 $ 315.0
4Q2006 $ 355.0
1Q2007 $ 390.0
2Q2007 5430.0
3Q2007 $ 470.0
4Q2007 $ 510.0
IQ200B $ 550.0
2Q200B $ SBS.O
3Q200B $ 625.0
4Q200B $ 670.0

J. MpiP'Y'D Capital fiJpmditurn. The Maximum Capital
BxpcDditurel ror .......... Y_1JeIbmin&wilb F..... Year 2003
shall aot be grater !baa Iho conelative_IiDdicated:

PilcalQuuter A_aBt
(Ia _B.)

2003 5211.0
2004 $237.0
2005 5267.0
2006 $297.0
2007 $328.0
200B 5360.0

12
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Exilllpl! Amendmop"

In eoch eue with cany-<>ven ofunused Capital Expcacliture amounts
from prior yean subject to an annual cap 01\ any cany...ver of
s50,ooo.ooo Inclodioe up to SSO.ooo.ooo in unused Capital
Expenditure lDIouDIS from Fiscal Y.... 2002.

lbJe 1: For the period beginninelunc 30. 2003, the co.......ts ,hall ·S\aJe" concept to be climinaled.
include: The co'¥ClWlla ahall include:

I. Song Secured Debt to A!!nua1i2ed Consoljdatcd EBITDA: The I. Smjor Seeum! Debt to Annualized Consolidated EBITDA:
ratio ofSonior Sccared Debt to Annualized Consolidated EBITDA Ijliminated.
u ofthe Iut day ofany Fiacal Quarter. bcBiDnine with the Fiscal
Quarter codine1uno 30. 2003, ahall nat e.ceed the correlative
IIIIOUlIl indicated:

FIIcaI Quarter Ratio
2Q2003 4.00
3Q2003 3oS.
4Q2003 and IhcrcaIIcr 3.0.

2. Conoo!iAr.... TgtaI Doht to Anmg!izcd C9!!Iolidaled EBnpA: 2. CoPIOI"...d Total Debt to Annualized Consolidated EBITDA:
The ratio ofe-lldatedTotal Debt to Annualized Consolidated Eliminated.
EBITDA u of the Iaat day ofany Fi...1Quutcr. bcJinnine with Ih.
Fiacal QuIner ending lune 30. 2003. sItaIl not exceed the com:lativ.
IIIIOUlIl iodicat"':

FIIcaI Quarter Ratio
2Q2003 U.s.
3Q2003 11.00
4Q2003 9.00
1Q2004 7.5.
2Q2004 6.5.
3Q2004 5.5x
4Q2004 5.00
IQ2005 4.5.
202005 and thcrealler 4.00

13
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I!lIlIDI A....d.....

l. 0-+"'" fiB1TQA to CgmpIjd,"'" Cash loterest B!pmp: 3. Consolidated BQITDA to ConIoUdt'P' Cub Intergl Expense:
The nIlo ofCOIIIOIldaled EBITDA for any four co_ive Fiscal Eliminated.
QuorIers eadina durina Ibc periods indicated below, 10 Consolidaled
Cub In_Bxpense for sucb Ibar COIIICCIIlI..e Fiscal QUIlrlm
JIIIII not be lea \bon the COIIClativc amount indicated; pmyjdcd that
in COIIIIOClioa with any Ratricted Sublidiary Dcsianatian,
ee-aliclabod Cub I_l!xpcaac ofthe IUbjcct Unreotricted
Saboidiary for purpclICIoflhis covenantlhall be equallo its
ee-alidated Cub1_ExJlCl* for lbe most recently completed
F..... Qautcr multjpljp! !Ix four:

FIIcaI Qaartcr Rado
3Q2003 -IQ2004 I.Clx
2Q2004 - 3Q2004 I-'x
4Q2004ond_ 2.0x

4. AnpR!jpd Con!o!jdetql IlBIIDA 10 Pro Fonno CoNo!i""t" 4. Annualiz04 <:onso1idoted EBUDA to Pro forma Consolidated
Dsbt Sqyjce: .The ratio ofAmualizcd Coasoliclated EBITDA u of Debt Service: Eliminated.
Ibc Iut day ofany Fi.... Q1wlcr eadina durinslhe periods
indicoted below, 10 Pro FannaConoolidated Debt Service for lhc
f_ COIIIOCUIIve Fiscal QuarIcn CClIIIlIIeDI:iJ u ofIUCb IaJt dote
JIIIII DOl be lea \bon lhc conc1ativc IDIOUIlI indicated:

FIIcaI QIIuter Ratio
3Q2OO3 • 4Q2003 I.Ox
lQ2004ond_ l.2Sx

14
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ElbliD' Am.eadments

R.p......latlo•• ud These illCludc: Organization and loud standinl; capilal.lo<k and Appropriale representation. and warranties to be added regarding tbe
Warn.tI..: owncnhip; authoriution ofborrowing; enforceability; subsidiuies; Transactions.

compliance with other agreements; business; compliance with law;
finaneial eondition; tide 10 properties; ItIadunent and perfection of
liens; DO malerial ad..... thanBe; litigation; employee matlerl;
I!RJSA; environmental maners; p.yment oftaxe.; no conflict witb
laws; lovmuncnt relv'ldiom; lovcnunental consenls; binding
obliption; Regulation T. U or X; diacloaorc; .bscllCe of defaolts;
material contracts; solvency; PUC condition; no broken (eel; no
..meted jllllior payments; no adverse proceediDgs; .nd projection•.

....ffirm.tIve These illClude: Mailllenatlce ofeIistence; maintenance ofbusiness: Addition of information covenant for annual bOOBet to be .ubmitted 10
Covena.lI: quarterly and amual flnancialllatemeDts and other reports for Administrative Agen! and Lendcra .. promptly .. practicable foDowing

Bonower and its S.baidiarics; delivel)' ofcovenant co...,liance board .pproval thereof and in lilly event no Ialer than the last day of
eertificates;__of_iliations after thanBe in accolU1tinl March of !he applicable ealendar year. Addition of information
ptineipals; notice ofdefiu1t; notice oflitigation; notice ofERISA covenant requiring quarterly delivery ofeertaln openling .latistic. and
eventa; i......... repoItJ; notiee ofehange in Board ofDireclon; information, specifics to be agreed upon. In addition, tceelpt of monthly
nolice ie&ardin. MaIerIa1 Contracts; notice ofrefillllllciDp of 12 cash ball111Ct: reports, specific. to be agreed upon.
In% and 9 S/8% No....; payment oflaxCllIIld claim.; maintenance
orproperties; maintCIWICC ofinsurancc: inspections; compliance
with laws; enYironmealal diaelosuna; erealing Subsidiaries;
aequlailion ofMaterial ROIl Ellale .........; furlher usuranccs;
maintenance ofcorporale sepom.....; inlerelt rate proleclion
acreemelllJ; and certain polt-clo.ing matlerl.

IS

41163J.O)oNcw YOlk Senoer4A· MSW



FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

16

Existlnc Ampdmentl

Negative C.\,e••nu:
(i) indebtednesS: exception. include: (i) Indebtedn...:

-Ibo Obligations; - Permilted Indebtednes•• Pennillcd Equlpmenl Financing. Acquired
- Pormined Equipmenl Financinp; Debt and Capital Lene••hall be limited to 525,000.000. in the
-letters ofcredit_uriag Leasehold Property; aggregate.
- Acquired Debl;
- hedge qrecments; - The Exit Facility will be permitted.
- Pormined Indebtedness;
- _un:d and subordinated indebtedile.ls ofBorrower 10 any - Otherwise, no chaoge.

Guanator or any OUan.nlor to Borrower;
- Capital Lcueo nollo exceed $25,000,000;

.-lDdeblodMa UDder the Bxioting \ndenIures; and
- otloor Indcblednet. 00110 exceed SlO,OOO,OOO.

(ii) l&!!I: exceptions include: (ii) LW!i: No change except 10 (i) allow Exit Facility Liens and (ii)
clarify thaI permined IRU. shall be lleated u AISOI Sale. and allow for

-Iiona in Ihc ordinuy course ofbuliness; release: of Lenden' Lien on relevant asset.
-II_ on usets securi"lllndcbtcdaeu nollo exceed 510,000,000.

(iiiIR........... Payments: exceptions include: (iii) Remieted Payments: None, olhcr than paymeots by subsidiaries 10
parents and regularly scheduled payments ofpennined indebtedn....

- Bonowor can (a) make payIIICIlts 10 defcue or retire Indebtedness
in lXIIIIIOCtion with RfUlaJlCing ofsneh Iodebtcdncu, (b) make
ngularly scbedulcd dividend paymcsds OD Prcfened Stock issued
prior to OosiDg and on Acquired Plaf'ened Stock ofBorrower and
DB aD other PRfened SlOCk not to exceed 6% per annum and (c)
makepa~ n:quired punuaol to any "change ofcoollol" pUI in
any Acquired PRfened Stock and Issue any Indebtedness Issuable
upon Ihc exchange ofany Acquired PRfened Stockor Acquind
Debt

- Subsidiaries can (a) make Restricted Junior Payments to their
puent entities, (h) make payments orprincipal and interest in
respect ofany permitted lndcbtcdrtcss, (e) defeuc or mire any
IlII1ebtedaas in connection with alCfinaDcinR ofsuch Indebtedness

. -

41763S.01-Ncw YCldt Scrwr4A· WSW



FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

EDiting Ameadmtau

(d) makc regularly scheduled divldcncl payments on Acquired
Pmencd Stock ofIIICh Subsidiary and (e) make payments required
punuanllO any "cbonp ofcontrol" put contsincd in any Acquired
Pmencd Stock and I..... any lndebtedneu i.....ble upon the
exchanIC ohny Acquired Pmemd Stock 0< AcquiJcd Debt.

(iv) Invc!dmenb and Joint Ventures: exceptions include: (iv) Investment! and Joint Ventures:

- Cub Bquivalentl, investments made punuaDt to Borrower's - Cub Equivslcnts;
'Investmenl Policy', sad Acquired Investments;
• (a) equity IaV_1I owned on Closing Date in any SUbsidiary 0' - Investments in Subsidiaries whkh arc Ouarantors;
Unmtricted Subsidiary, (b) Investments made afte, the Closing
Date in Ouann_ or Qualified Subsidiariell, (c) In_nollO - Investments in Pcnnilled Acquisitions (u modified);
exceed $150,000,000 per IIIJI1IIII or $500,000,000 since the Closing
Date in Subsidiaries that are not Qualified Sobsidiari.. or - loans and advances 10 employees made in the ordinary course
0u0nnDI,~ limlts .....1each be increued on a cumulativ. ofhosiness not 10 exceed $2.000.000 in the oggregate; and
blsis; and (eI)10_in Persons thsl "'" not Quolified
Subsidiaries or Otwuton bat become a Qualified Subsidiary or a - Investments (i) in accounts receivable ari,lng and trade credit
Guuantor substantially simu1taneously with the malciag ofsuch _ted in the ordinary coone ofbusin... and in any
I._DI;-Iov_ts in accounts rec.ivsbl. arising and trade Securities received in satisfaction or partial satisfaction thereof
eredilllJllllled in the 0Idinary c...... ofbusiness; fiom financially troubled account dcbtan and (ii) depo,ilB.
-loans and ad_1O cmployeeslMde in the ordinary cours. of prepayments and other credita to II1Ipplicn made in thc
busiDell IlOIlO exceed $2,000,000 in the agpega\e; ordinary course ofbusineas coosisteol with the past practices
- cub10_iD 101.. Ventura, U_tricted Subsidiaries and oftho Bonower and ill Subsidiaries.
minoritym-in other mOO.. not to oxceed $150,000,000 per
_um or $500,000,000 since Closing Date; IUCh limits shall 9ch
be inercued on a cumulative basil: and

• other Investments IlOl to exceed $10,000,000.

(v) fU!!!IamengI Qpnges, Asset Sal... AcgujsitioDs. .... exceptions (v) Fundamep/!l Changes, A..... Sales. Acquisitions. etc,: No chang.
iDelude: in BeClion. however, definition of'Pennilted Acquisition' shall be

chanICd to add the following addilional rwriclions: (i) the aggregate
• Asset Sales ifNcI Auct Sal. Proceeds ore applied 10 prepay amounl ofIUCh acquisitions fiom and after the clOlinl date shall Dol

Louts; and exceed SSO,OOO,OOO, (ii) thc only cOJllidenotion paid by the Bonower
• Permitted Acciuwtions. and ill subsidiari.. in conocction with an acoaisition shall be in tho

17
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I:u.dng A.meDdnlellt!

. form ofcommon equity ondIor not proceeds of common equity
(following the Rights Offering) ODd (iii) immedialely before and .fter
giving pro forma effect to any acquisition, the Borrower and liS
subaidlari...hall be in complilllCO with all COYOIIIDIs.

(vi) No AmePdmepls of B:d"iDllndmbmi (vi) No Amendmenb! ofExistinl Indenturg: EHminated.

(vii) Desjpljon ofUIIRI!rictod Sgbsjdjariel: Restric!ed (vii) Deljpation ofUnrel!rjcted Spb.icljorig: ael1rieted Sub.idiaries:
SubojdiKjes: Bonower can designate Unrestricted Subaidiari... Eliminated.

(viii)Te~_A..... Joon Ijmjlations: (viii) Tch;conUUuniqtioDJ Allell1oao IimitatiQDI: Eliminated.
LoMs ulOd to provide pun:llaso IIIllIlOY finandnc for
Telecoounuoic:otioas Aaots _""coed 80% (or such greater %
pormiaod lIIlder the Public IndcnIuros) ofiotaJ coil oflbe asct
financed with such Loan

Eve.u ofDefault: FaiJuro to make principa! and loteresI payments when duo; defaull in No chango, pending review ofTransactillll documenl•.
otheraar-ts; breach ofcertain covenaats; cross-defaults to
other lllllerial dob~ defaults UDder other Credit Documents; breach
ofn,p.-.IoDs and wuranties; invollllllary and volunl8Jy
bankruptcy; iud.......... and aUachmonts; cJi_lution; IDltimded
ERISA liabilities; Guannty, Cicdit Agreemenl or ColJateial
~_10 be in flail fcxce and effocL Subject to
appropriate customuy ..... poriodl.

AuIp_uand Mimmum IlliIftlilCDt aizo with rospoct to RovoJvinB Loans, No change.
ParddpalloR.. Revol'rina Cicdit CODUDitmonts, Tranche A Term Loans and

Tranche A Term Loan Conuni_ &haD be SS,ooo,ooo. Need
COIIICiIt ofCompany md AdmInistJativo Agent (not 10 be
UIII'OIDIIDIbIy withheld) for usiJllillOllts to E1ict"ble Assignees other
Ihan another Lender, any Affiliate nfany Lender and any Related
FuDd. Minlnann assilftlllCllt.ize with rospoct 10 TtancIle B Term
Loana shall be SI,ooo,ooo. Adminislrativo Agent ....11 receive a

. ODd J<lCOIdation feo ofS3500.
V.dnR Rlt!ltu: "ReqIllsJta Clan Lottden" JilOIiII, at any time ofdetermination, "R...uJsllo CI... Lolldan" defiDition to be amended to re/leel the

18
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(i) for the C.... ofLenden baving Tranche A Term Loan Eaposure, conversion ofthc Revolver, Tenn Loan A and Term Loan B into a
Lenders haying or hokliog more than 50% of tbe aggrepte single Term Loon facility.
Tranche A Term Loan Exposure ofall Lenden; (ii) for the Class of
Lenders having TrulCbe BTerm Loan Exposure, Lenders having or
holding more than 50% ofthe aggrepte Tranche 8 Term Loan
Ilxposure ofall Lcnden; (iii) for the Class of Lenden haYing
Rcvolvi... Credit ExpoIwe, Lenden having or holding mono than
50% of the agpepte Revolving Credit Exposure orall Lenden;
(iY) for the Class ofLendcn having New Term Loan Exposure,
Lenders having or bolcliDg...,.., than 50% oflbe .""'.... New
Term Loan Exposure ofall Lenden and (iy) for the Cl.. ofLenders
having New Revolving Loan 1lxpoJure, Lenden having or holding
mono than 50% of the aBll'"P'" New Reyolying Loan Expoaun: of
all Lenders.

•......- a-den' ........ one or more Lenden bavins or bolding "Requilite Leaden" definition to be amended to reflect the conversion
Tranche A Term Loan Ex_ Tranche 8 Term Loan Ilxpoaure, oflbo Revolyer, Term Loan A and Term Loan 8 into a single Term
1UY0lving Credit ExpoIwe, New Term Loan Expoaure for • Series Loan facility.
and/or New Revolving Loan IlxpoJure for. Series representing
mono than 50% ofthe sum of(i) the aggregate Trandle ATerm
Loan Exposure ofall Lendcn, (ii) the aggrep'" Tranche B Term
Loan Exposure ofall Lendm, (iii) the aggregate Revolving Credit
Ilxpooure orall Lenden, (iy) the aggregate New Term Loan
Ilxposme ofall Lcnden for ..... Series and (iy) the aggregate New
ReyoMns Loan I!xpoaure of all Lcndcn for auclJ Serie•.

19
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EDItI" A.........."
.AJnewI_lOd waiYCII require appro'" ofRequisitc Lenders No.hange.
except tIud (a) ..... Lencler afTecIcd iI rcquinld to approve ..
am "' ~...atIwaivor which extoadl tho ochodulod fmal maturity of
any Loa; wai.... rcduca or JIOIIIIOIIOS any ocbodulod repayment;
rcduca tho _ of intoml 011 any Lou; oxtonda tho lime for
paymoal ofany""" iRtoIoIl or ....; roducoa tho prillCipalllIIOUIlt
oflllY Lou; aIIIOIIdI tho dcflllilioa of ·Roquiailo Le......• or Pro
Rata Shatc"; reloasoa all or .....-wly aU oftho Col......'; or
.-to tho Ulipmoal by any Cledit Party OhDY ofits rishls or
obIipliaal under any Credit Document.

Nood.-ofRoquiaite CIuI Leaden ofeach CIullo amend tho .
doIiIIIlion of"bquisitc CIuo Leaden·.

a.,.....: Bonowor lIIIaU pay aU tho actual oncI ...........1o costs and oxpcmsos NochlDgo.
ofpropanlion of tho Credit DocumeIIts and lOy conaoals,
amoIIdmoals, waivers or olhor modificall_ thereto; all tho costs of
flnish;"g all opiaiau by COUIIlIOI for BIIIIIlWU; tho reasooable f....
"'lJClIl's and dillusomonts of.........1to Agools.

GovenlDg Law: SlaloofNowYorli: Nocbaago.
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EXHIBITB

SUMMARY OF TERMS OF PROPOSED WARRANTS

This summary of tenns and conditions outlines certain tenns of certain proposed warrants issued to
Senior Note Claims and General Unsecured Claims consummated upon the Closing Date.

COMMON STOCK PURCHASE WARRANTS ("WARRANTS")

Issuer: XO Communications, Inc.

Senior Note Claim Portion: The fraction whereby the numerator ofwhich is equal to the sum of the
face amount of all Senior Note Claims and the denominator ofwhicb is
equal to the sum of the face amount of all Senior Note Claims and
General Unsecured Claims.

General Unsecured Claim
Portion:

Amount:

Maturity:

Strike Price:

3159nlI1·NC'w yort Server SA. MSW

The fraction whereby the numerator ofwhich is equal to the sum of the
face amount of all General Unsecured Claima and the denominator of
which is equal to the sum of the face amount of all General Unsecured
Claims and Senior Note Claims.

Holders of Senior Note Claims shall receive the Senior Note Claim
Portion of (a) if the Plan is approved by the holders of Senior Notes
Claims, voting as a class, 10% of the New Common Stock issued as of
the effective date of the Plan or (b) if at least 50% of the amount of
such claims vote in favor of the Plan but the class does not approve the
Plan, 5% of the New Common Stock issued as of the effective date of
the Plan, in each case subject to dilution resulting from the exercise of
employee options under the Management Incentive Program.
Otherwise, holders of Senior Note Claims shall receive no warrants.

Holders of General Unsecured Claims sball receive the General
Unsecured Claim Portion of (a) if the Plan is approved by the holders
of General Unsecured Claima. voting as a class, 10% of the New
Common Stock issued as of the effective date of the Plan or (b) if at
least 50% ofthe amount ofsuch claima vole in favor of the Plan but the
class does not approve the Plan, 5% of the New Common Stock issued
as of the effective date of the Plan, in each case subject to dilution
resulting from the exercise of employee options under the Management
Incentive Program. Otherwise, holders of General UlllICeured Claims
shall receive no warrants.

Seven (7) years.

50% premium to the implied post.Rights equity value «($475] million
plus the amount subscribed to in the Rights Offering).

Fo, D/1C1ISSloN P,,,pose. ONly
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Exercise:

Initial Holders:

Governing Law:

At any time prior to maturity.

The Senior Note Claims and the General Unsecured Claims on a pro
rata basis. ifapplicable as a result ofvoting on the Plan.

New York.

FD' DIJCWJIDII l'urpDlU 0II1y
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FOR CONFIDENTIAL DISCUSSION ONLY
NOT AN OFFER

EXHIBITC

SUMMARY OF TERMS OF PROPOSED RIGHTS OFFERING

This summary of terms and conditions outlines certain terms of certain proposed rights offerings
consummated after the Closing Date.

Rights Offering:

Rlgbts:

A rights offering (the "Rights Offering") will be established pumI8IIt to
which rights (the "Rights'') will be issued to holders of XO's Senior
NOles, General Unsecured Claims, Subordinated Notes, Preferred
Stock, and Class A and Class B Common Stock. The rights will be
non-transferable, except for unsubscribed rights upon reversion to the
Existing Senior Lenders, as descn'bed below.

The Rights will represent, in the aggregate, the right to purchase up to
$250 million in value of New Common Stock representing up to
L-J% of the outstanding shares of New Common Stock upon the
closing of the Rights Offering (prior to dilution from the Management
Incentive Program and the Warrants) assuming a total equity value for
New XO of [5475] million pre-rights offering. The Rights will be
allocated into three classes: (i) First Tier Rights for the holders of
Senior Note Claims and General Unsecured Claims (pro rata), (U)
Second Tier Rights for the Subordinated Note Claims. (iii) Third Tier
Rights for the Preferred Stock, and (iv) Fourth Tier Rights for the Class
A and Class B Common Stock. The base allocation Is as follows:

First Tier: $250 million allocated pro-rata by claim amount to the
holders ofthe Senior Note Claims and General
Unsecured Claims, collectively

Second Tier: 1/3 ofall WI-exercised First Tier Rights allocated pro
rata by claim amount to the holders ofthe Subordinated
Note Claims

Third Tier: 1/3 ofall un-exeJ9sed First Tier Rights allocated pro
rata by liquidation preference to the holders of the Series
A·H Preferred Stock

Fourth Tier: 1/3 ofall uncxcercised First Tier Rights allocated pro·
rata by outstanding shares to the holders of the Class A
and B Common Stock

All rights will be offered to all Tiers simultaneously during the 30 day
period following the Effective Date, on a contingent basis for all rights
other than the primary First Tier rights. Each claimant, regardless of
tier, shall be entitled to specify any amount for its subscription
coounitment, up to the full amount of the Rights Offering, with the

For DUCUJslo1l PwTpOSu Only
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Governing Law:

369612.l2-New York Server SA - MSW

understanding that any subscription commitments bcyond the pro rata
amount allocated as provided above ("oversubscriptions"), will be
allocated as follows:

If the number of shares subscribed for by claimants eltceeds the
number ofshares available, oversubscriptions by holders ofthe
Senior Notc Claims and the General Unsecured Claims,
collectively and pro rata, shall be satisfied fIrSt, pro rata on the
basi. ofoversubscriPtion amounts, and any remaining shares
shall be allocated to other oversubscn1ling claimants, as a single
class, pro rsta 00 the basis ofsuch claimants' oversubscription
amounts.

A:n.y rights remaining unsubscribed after the allocations to
oversubscriptions are complete will revert to the Existing Senior
Lenders. at which point they will become fully transfersble.

New York

For DIsCllSs/Dn Purposes Only
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